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LIMITED OFFICIAL USE STATE 157639 

E.O. 11652: N/A 
TAGS: ETRD, EAGR, TW 

SUBJECT: POTENTIAL COTTON CONTRACT PROBLEM. 

REF: TAIPEI 03829 

1 . ACSA ALSO ALERTED THROUGH SELLERS' AGENTS OF 
INFORMATION IN PARA 1 REFTEL AND REPORT SOME CONCERN ALSO 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 157639 

BEING EXPRESSED BY TRADE SOURCES IN OTHER COUNTRIES. 
SHIPPERS NOTIFIED THAT THEY SHOULD BE PREPARED TO SHIP 
PROMPTLY WHEN L/C'S ARE OPENED AS BUYERS NOT LIKELY TO 
GRANT EXTENSIONS. AT LEAST ONE SHIPPER REPORTS SOME L/C 
OPENINGS FROM TAIWAN NOW OVERDUE. EMBASSY/AGAT SHOULD 
CONTINUE TO MONITOR CLOSELY AND REPOT ON SITUATION. 
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2. ACSA MONITORING SITUATION ON CURRENT BASIS. THEY 
CONFIDENT THAT CONTRACTS CURRENTLY OUTSTANDING PROVIDE 
MUCH MORE PROTECTION TO SELLER THAN THOSE OF 1974 AND THAT 
OFFICIAL USG INTERCESSIONNOT CALLED FOR AT PRESENT. THEY 
HAVE ALSO AGREED TO QUIETLY INFORM BUYERS AND SELLERS THAT 
USDA NOT LIKELY TO AGAIN APPROVE OLD CONTRACTS FOR CCC 
FINANCING. 

3. AS MENTIONED EARLIER. ACSA HAS DEVOTED MAJOR EFFORT 
TOWARD IMPROVING MEMBERS' CONTRACTS. HOWEVER, IT IS NOT 
POSSIBLE TO ELIMINATE ALL RISK OF DEFAULT WHEN SELLING 
FORWARD. USG SUPPORTS AND ENCOURAGES FORWARD CONTRACTING. 
VANCE 


LIMITED OFFICIAL USE 
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